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Abstract: The objective of this research was to examine and analyze the Effect of 
Corporate Governance Measured by Institutional Ownership, Independence of the 
Board of Commissioners, Audit Committee, and Audit Quality on Company 
Values. This study also examined the effect of Profitability in moderating the 
relationship between Corporate Governance and Corporate Value. This research is 
causative research. The population in this research are banking companies listed on 
the Indonesia Stock Exchange in the period 2015-2017 with 43 companies. The 
sampling technique used was purposive sampling based on certain criteria. Based 
on these criteria, a sample of 41 companies with 3 years of observation was obtained 
so that the total sample number was 123. Based on data research by using multiple 
linear regression analysis and residual test for moderating variables. The results of 
the research show that Corporate Governance Measured by Institutional 
Ownership, Independence of the Board of Commissioners, Audit Committee, and 
Audit Quality have an effect on the Company's Value simultaneously. While 
partially Institutional Ownership, Audit Committee, and Audit Quality have a 
significant effect on Company Value, while the Independence of the Board of 
Commissioners does not significantly influence the Company's Value. For the 
moderating variable, Profitability is not able to moderate the relationship of 
Institutional Ownership, Independence of the Board of Commissioners, Audit 
Committee, and Audit Quality towards Corporate Values. 
Keywords: corporate governance, institutional ownership, independence of 
the board of commissioners, audit committee, audit quality, company value, 
profitability 
1. Introduction 
In the process to maximize value of the company often led to conflicts of 
interest between managers and shareholders (the company owner) called the agency 
problem. In addition, management, namely company managers often have other 
goals and interests that conflict with the company's main goals and often have an 
impact by ignoring the interests of shareholders. This difference in interests 
between managers and shareholders results in the emergence of conflict which is 
commonly called agency conflict, this occurs when managers prioritize personal 
interests, and shareholders do not like the personal interests of managers because it 
has an impact on the cost of the company which causes a decrease in company 
profits and affects stock prices thereby reducing the value of the company (Jensen 
and Meckling, 1976). 
Conflicts that occur in the company can be seen in several cases of accounting 
scandals that afflict the company and have an impact on the value of the company. 
Like the case of Enron which manipulated financial statements by recording profits 
of 600 million US dollars even though the company actually suffered losses. 
Financial reporting that is not in accordance with the actual conditions can occur 
because most of Enron's accounting staff are former auditors at Andersen's Public 
Accounting Firm. Where KAP Andersen is a public accountant who audits Enron's 
financial statements. 
The corporate governance mechanism includes many things, for example the 
number of board of commissioners, independent board of commissioners, board 
size, audit committee existence and audit quality. With the existence of one of the 
corporate governance mechanisms, it is expected that monitoring of company 
managers can be more effective so that it can improve company performance and 
company value. So if the company implements a corporate governance system, it 
is expected that the performance will improve for the better, with increasing 
company performance it is also expected to increase the company's stock price as 
an indicator of company value so that the company's value will be achieved, 
according to Carningsih (2009) 
Profitability is a factor that gives management freedom and flexibility to 
conduct and disclose to shareholders the broader report. Profitability is also 
indicated as a factor affecting the extent of disclosure made by the company. 
Profitability is used as a moderating variable in this study because profitability is 
one of the company's measurement tools to determine the effectiveness of company 
performance, according to Handoko (2010). 
Based on the description of the background above, there are differences in the 
results of research on the effect of corporate governance on firm value. From there 
the author tries to analyze the effect of corporate governance on corporate value by 
using corporate governance indicators that are more complete with the title "The 
Effect of Corporate Governance Measured by Institutional Ownership, 
Independence of the Board of Commissioners, Audit Committee, and Audit Quality 
on Corporate Values with Profitability as Moderating Variables on Banking 
Companies Registered on the Stock Exchange in 2015-2017 " 
2. Literature Review and Hypothesis Development 
2.1 Agency Theory and Signalling Theory 
Agency theory describes contractual relations between parties who delegate 
certain decisions with those who receive delegations (agents / directors / 
management). In agency theory there are a number of basic assumptions on which 
to base, namely: 
1. Agency Conflict is the conflict that arises as a result of management to act in 
accordance with their interests to sacrifice the interests of shareholders to 
obtain returns and long-term value of the company. 
2. Agency problems that arise as a result of the gap between the interests of 
shareholders as owners and management as managers. 
In suppressing or reducing agency conflicts, management must consistently 
and continuously implement the principles of Good Corporate Governance in the 
company. The application of Corporate governance can serve as a tool to convince 
the investors that they will receive a rate of return on funds that have been invested. 
Signaling theory or signal theory states that company executives who have 
better information will be compelled to convey that information to prospective 
investors so that the company's stock price increases. Positive things in signaling 
theory where companies that provide good information will signal to investors 
about the good future performance provided by the company and will be trusted by 
the market (Wolk and Tearney, 1997). 
2.2 Company’s Value 
The ratio used in measuring company value is Price Book Value (PBV). The 
PBV ratio is calculated by dividing the market value of shares divided by the book 
value of current equity. Mathematically PBV can be written: 
PBV =        Price Per Share             
Equity Book Value Per Share 
 
2.3 Good Corporate Governance 
Variable good corporate governance is a system that regulates and controls 
companies in this study using proxies as follows: 
a. Institutional ownership (X1) is the number of shares held by institutions such 
as banking, insurance, pension funds, and mutual funds, and other institutions 
as measured by the percentage of share ownership, banking companies, 
insurance, pension funds, funds and other institutions divided by the total 
number of shares outstanding. 
b. Independent Commissioner (X2) is a member of the board of commissioners 
who comes from outside the company's shareholders, who is free from 
business relations or other relationships that can affect his ability to act 
independently or act solely in the interests of the company (National 
Committee on Governance, 2004). The proportion of independent 
commissioners is measured by the percentage of independent commissioners 
divided by the total number of commissioners. 
c. Audit Committee (X3) is a committee formed by the board of commissioners 
to carry out the task of overseeing the management of the company. The audit 
committee is measured by calculating the number of audit committee 
members from each company used as the sample in this study. 
d. The size of the board of directors in this study is the number of members of 
the board of directors in a company, which are set in units (Siallagan & 
Machfoedz, 2006). The more the board of commissioners, the better the 
mechanism in monitoring management, of course shareholders' trust will also 
be higher for the company. 
Size of the Board of Directors = ∑ Member of the Board of Directors 
e. Ordinary audit quality is measured based on the size of the Public Accounting 
Firm that conducts an audit of a company (Widiastuty and Febrianto, 2005), 
if the company is audited by the Big Four Public Accountants Office, it will 
be more independent because can withstand the pressure of managers to 
report violations (Watts in Kurniasih: 2007). 
 
2.4 Profitability 
Profitability is the company's ability to earn profits (profit) in a certain period. 
According to Nurmayasari (2012), the variable profitability as measured by Return 
On Equity (ROE). The results of his research indicate that there is a positive and 
significant influence on the value of the company. Whereas according to Noviyanto 
(2008) profitability as measured by Return On Equity (ROE), shows that ROE does 
not significantly influence company value (Hossain et al., 2006) using the proxinet 
profit margin (NPMARGIN) and rate of return of assets (ROASSETS) . 
Profitability in this study will use the proxy return on equity (ROE). ROE is chosen 
because it is a tool that can describe the company's ability to earn profits in a period, 
and can be compared between periods. ROE is formulated with the equation: 
ROE= Net Profit  
          Total Equity … … … … … … …(2) 
 
3. Conceptual Framework and Hypothesis 
In describing the concept of the influence of Corporate Governance on 
Corporate Values with profitability as a reinforcing or debilitating variable can be 
made in a conceptual framework. The form of the conceptual framework can be 
described as follows: 
 
 
3.1 Research Hypothesis 
Based on the problem formulation and conceptual framework, the hypothesis 
in this study can be formulated as follows: 
H1 : Institutional ownership affects the value of the company. 
H2 : The independence of the board of commissioners influences the value  
of the company. 
H3 : The size of the board of commissioners influences the value of the   
company. 
H4 : Audit committee influences company value. 
H5 : Audit quality affects company value. 
H6 : Institutional ownership, the independence of the board of  
commissioners, the size of the board of commissioners, the audit 
committee, and audit quality, have a simultaneous effect on firm 
value. 
H7 : Profitability is able to moderate the relationship between  
institutional ownership, board of commissioners independence, board 
size, audit committee, and audit quality, to the value of the company. 
 
4. Research Methods 
This research is the causality research (cause - effect). This research was 
conducted on the Indonesia Stock Exchange (IDX) of all banking companies during 
2015-2017. The data taken came from several websites such as www.idx.co.id. The 
population of this study was all banking companies listed on the Indonesia Stock 
Exchange, namely as much as 43. The selection and collection of sample data 
needed in this study is a purposive sampling approach, the number of samples in 
this study were 41 companies with 3 years of observation so that the total ampels 
obtained were 123 companies as observation samples. 
Meanwhile, variabels used in this research are as follows: 
1. Independent Variables 
The independent variables in this study are institutional ownership, the 
independence of the board of commissioners, the audit committee, and audit 
quality. 
2. Dependent Variables 
The dependent variable in this study is the Corporate Value as measured by 
PBV. 
3. Control Variables 
The control variable used in this study is profitability as measured by ROE. 
This research was analyzed using multiple linear regression analysis and path 
analysis with SPSS statistical program tools. Data analysis carried out included 
descriptive statistical analysis, and regression analysis. The regression equation 
used in this study is a residual test with regression tests as follows: 
Y=a+b1X1+b2X2+b3X3+b4X4+b5X5+e….(1) 
Z=a+b1X1+b2X2+b3X3+b4X4+b5X5+e……(2) 
|e|=a+b1Y……………………………….(3) 
Description: Y = Company Value 
a = constant b1-b4 = Regression Coefficient 
X1 = Institutional ownership,  X2 = Independent Commissioner,  
X3 = Audit Committee, X4 = Board of Directors, X5 = Audit Quality ,  
Z = Profitability , Y = Company Value , e = Error value ,  
e | = Residual absolute value 
5. Results an Discussion 
5.1 Analysis of Descriptive Statistic 
Based on the results of data processing it is known that the minimum value of 
institutional ownership is 20, while the maximum value of institutional ownership 
is 99.99. The average value of institutional ownership is 82.3729, while the standard 
deviation value of institutional ownership is 13.6077. It is known that the minimum 
value of independent commissioners is 1, while the maximum value of independent 
commissioners is 5. The average value of independent commissioners is 1.9756, 
while the standard deviation value of independent commissioners is 1.2640. It is 
known that the minimum value of the audit committee is 1, while the maximum 
value of the audit committee is 2. The average value of the audit committee is 
1.0488, while the standard deviation value of the audit committee is 0.21629. It is 
known that the minimum value of the board of directors is 1, while the maximum 
value of the board of directors is 2. The average value of the board of directors is 
1.2195, while the standard deviation value of the board of directors is 0.41561. It is 
known that the minimum value of audit quality is 0, while the maximum value of 
audit quality is 1. The average value of audit quality is 0.6341, while the standard 
deviation value of audit quality is 0.4836. It is known that the minimum value of 
profitability is -94,0100, while the maximum value of profitability is 23,0800. The 
average value of profitability is 2.3757, while the standard deviation value of 
profitability is 20.3651. It is known that the minimum value of the company value 
is -1.35, while the maximum value of the company value is 3.92. The average value 
of the company value is 0.4232, while the standard deviation value of the company 
value is 0.91606. 
5.2 Classic Assumption Test 
In this study residual normality test using the Kolmogorov-Smirnov test. The 
significance value obtained is 0.490> 0.05, then the assumption of normality is 
fulfilled. 
5.3 Determination Coefficient Analysis 
The coefficient of determination (R2) is a proportion value that measures how 
much the ability of the independent variables used in the regression equation, in 
explaining variations in non-independent variables. 
Table 5.2 Coefficient of Determination 
Model Summaryb 
Model R 
R 
Square 
Adjusted 
R Square 
Std. Error of 
the Estimate Durbin-Watson 
1 .559
a 
.313 .283 .77555 2.089 
a. . Predictors: (Constant), Audit Quality (X5), Audit Committee (X3), Independent 
Commissioner (X2), Institutional Ownership (X1), Board of Directors (X4) 
b.  Dependent Variable: Company Value 
In this study the coefficient of determination ( R-Square ) is 0.313. This value can 
be interpreted as variable institutional ownership, independent commissioner, audit 
committee, board of directors, audit quality, together or simultaneously able to influence 
the value of the company by 31.3%, the remaining 68.7% is explained by variables or 
other factors. 
5.4 Test of Significance of Simultaneous Influence (Test F) 
The F test aims to examine the effect of independent variables together or 
simultaneously on non-independent variables of firm value. 
Table 5.3 Simultaneous Influence Test with F test 
ANOVA b 
Model 
Sum of 
Squares df 
Mean 
Square F Sig. 
1 Regression 32,005 5 6,401 10.64
2 
.000 a 
Residual 70,372 117 .601     
Total 102,378 122       
a. Predictors: (Constant), Audit Quality (X5), Audit Committee (X3), Independent 
Commissioner (X2), Institutional Ownership (X1), Board of Directors (X4) 
b. Dependent Variable: Company Value 
Based on Table 5.3 it is known that the calculated F value is 10.642 and the Sig 
value. is 0,000. Known: F count 10.642> F value of table 2.177 (F table is presented in 
the appendix) 
Sig value . 0,000 <0,05 
Then institutional ownership, independent commissioners, audit committees, board 
of directors, audit quality, profitability simultaneously or jointly have a significant 
effect on firm value. 
5.5 Multiple Linear Regression Analysis and Partial Significance Test (t Test) 
Table 5.8 presents the regression coefficient value, as well as the statistical value t 
for the partial influence test. 
Table l. 5. Test of Significance of Partial Influence (t Test) 
Coefficients a 
Model Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. 
B Std.  
Error 
Beta 
1 (Constant) -2.456 .590   -4,165 .000 
Institutional 
Ownership (X1) 
.13 .005 .196 2,426 .17 
Independent 
Commissioner (X2) 
.108 .59 .149 1,837 .69 
Audit Committee 
(X3) 
1,476 .332 .348 4,439 .000 
Board of Directors 
(X4) 
.475 .190 .215 2,499 .14 
Audit Quality (X5) -.868 .163 -.458 -5,329 .000 
a. Dependent Variable: Company Value 
Based on Table 4.4, the following multiple linear regression equations are obtained. 
Y = --2.456 + 0.013X1 + 0.108X2 + 1.476X3 + 0.475X4 - 0,868X5 + e 
Based on Table 4.4, it is known: 
1. It is known that the regression coefficient value of the institutional ownership variable 
is 0.013, which is positive. This means that institutional ownership has a positive effect 
on company value. It is known that the Sig value is 0.017 <0.05 and | t arithmetic 2.426 
| > | t table 1.98 |, institutional ownership has a significant effect on firm value. The 
results of this study are in line with Santoso (2017) research and Hoje and Mareto 
(2017) research that institutional ownership has a positive and significant effect on firm 
value. The entry of the board of commissioners from outside the company increases 
the effectiveness of the board in overseeing the company's path to increase the value of 
the company. 
2. It is known that the regression coefficient of the independent commissioner variable is 
0.108, which is positive. This means that independent commissioners have a positive 
effect on company value. It is known that the Sig value is 0.069> a significance level 
of 0.05 and | t count 1.837 | <| t table 1.98 |, then independent commissioners have no 
significant effect on firm value. The results of this study are in line with the research 
of Wardoyo and Veronica (2013) and contradict the research of Retno and Sapari 
(2017). Independent Commissioners do not significantly influence the value of the 
company. The size of the proportion of independent commissioners in a company 
cannot significantly influence a company's value. According to Wardoyo and Veronyca 
(2013) research, monitoring by an independent board of commissioners does not hinder 
a manager's behavior to maximize his personal interests so that the company's target to 
maximize company value is difficult to achieve if there are differences in interests like 
that. 
3. It is known that the regression coefficient value of the audit committee variable is 
1.476, which is positive. This means that the audit committee has a positive effect on 
the value of the company. It is known that the Sig value is 0,000 <significance level of 
0.05 and | t count of 4,439 | > | t table 1.98 |, the audit committee has a significant effect 
on firm value. 
The results of this study contradict the research of Wardoyo and Veronyca (2013) but, 
in line with Sibarani (2013) research and in line with the research of Siallagan and 
Machfoedz (2006) in his research said that the existence of audit committees influences 
the value of the company. The presence of the audit committee is expected to provide 
views on issues relating to financial policy, accounting and internal control according 
to Mayangsari (2003). So that the existence of an audit committee can improve the 
weaknesses of the system and policies that apply in the company which will ultimately 
have an impact on increasing the value of the company. 
4. It is known that the regression coefficient of the board of directors variable is 0.475, 
which is positive. This means that the board of directors has a positive effect on the 
value of the company. It is known that the Sig value is 0.014 <significance level of 
0.05 and | t arithmetic 2.499 | > | t table 1.98 |, the board of directors has a significant 
effect on firm value. 
The results of this study are in line with Sibarani's research (2013) and in line with 
research by Wardoyo and Veronica (2013). The board of directors has a positive and 
significant effect on the value of the company. The Board of Directors is obliged to 
ensure that the company has fully implemented all the provisions stipulated in the 
Articles of Association and the applicable laws and regulations. This is what makes the 
proportion of the board of directors having influence in overseeing the company. The 
greater the number of the board of directors, the greater the possibility of the company's 
strategy will be achieved and this will certainly increase the value of the company in 
the eyes of investors and potential investors. 
5. It is known that the regression coefficient value of the audit quality variable is -0.868, 
which is negative. This means that audit quality has a negative effect on company 
value. It is known that the Sig value is 0,000 <significance level of 0.05 and | t count 
of -5,329 | > | t table 1.98 |, then audit quality has a significant effect on firm value. 
The results of this study are in line with Ginting's (2013) study that audit quality has a 
negative and significant effect on firm value. 
5.6 Test of Significance of Profitability in Moderating the Effects of Institutional 
Ownership, Independent Commissioners, Audit Committee, Board of Directors, 
Audit Quality on Company Values with Residual Tests 
Ghozali (2013) states that there are three ways to test regression with verbal 
moderation, namely: (1) interaction test, (2) absolute difference test, and (3) residual test. 
In this study used a residual test. The residual test is used because the interaction test and 
absolute difference test tend to have high multicollinearity between independent variables 
and this will violate the classic assumption in ordinary least square (OLS) regression 
(Ghozali, 2013). To overcome this multicollinearity, another method was developed called 
a residual test. 
Coefficientsa 
Model 
Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. B Std. Error Beta 
1 (Constant) .087 .300  .290 .772 
Company 
Value 
-.206 .298 -.063 -
.690 
.492 
a. Dependent Variable: res_ZX1 
Based on the results of data processing, the residual equation is obtained as follows: | e | 
= 0.087-0.206Y + ε 
In testing moderation with a residual test approach, a variable is said to moderate the 
independent variable if the non-free variable regression coefficient is negative and 
significant (Ghozali, 2013: 244). The coefficient of company value is -0.206 (negative 
value) and Sig. 0.492> 0.05. Then profitability is not significant in moderating the 
influence of institutional ownership on firm value. 
Coefficientsa 
Model 
Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. B Std. Error Beta 
1 (Constant) .127 .291  .436 .664 
Company 
Value 
-.300 .290 -.094 -
1.036 
.302 
a. Dependent Variable: res_zx2 
Based on the results of data processing, the residual equation is obtained as follows: | e | 
= 0.127-0.300Y + ε 
Note that the coefficient of firm value is -0,300 (negative value) but not significant Sig. 
0.302> 0.05. Then profitability is not significant in moderating the influence between 
independent commissioners on company value. 
Coefficientsa 
Model 
Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. B 
Std. 
Error Beta 
1 (Constant) .061 .301  .204 .839 
Company Value -
.145 
.299 -.044 -
.484 
.630 
a. Dependent Variable: res_zx3 
Based on the results of data processing, the residual equation is obtained as follows: | e | 
= 0.061-0.145Y + ε 
Based on the results of data processing, the residual equation is obtained as 
follows: | e | = 0.056 = 0.131Y + ε 
Note that the coefficient of firm value, in Table 5.12 is -0.131 (negative value) 
and significant Sig. 0.661> 0.05. Then profitability is not significant in moderating 
the influence of audit quality on firm value. 
6. Conclusion 
6.1. Conclusion 
Based on the results of the study, it can be concluded that: 
Institutional ownership has a positive and significant effect on firm value. 
Independent commissioners have a positive effect, but not significantly on 
company value. The audit committee has a positive and significant effect on the 
value of the company. The board of directors has a positive and significant effect 
on the value of the company. Audit quality has a negative and significant effect on 
firm value. All independent variables, namely institutional ownership, independent 
Note that the coefficient of firm value is -0.145 (negative value) and Sig. 0.630> 0.05. 
Then profitability is not significant in moderating the influence of the audit committee on 
firm value. 
Coefficientsa 
Model 
Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. B Std. Error Beta 
1 (Constant) .124 .296  .420 .675 
Company Value -
.293 
.294 -.090 -
.998 
.320 
a. Dependent Variable: res_zx4 
Based on the results of data processing, the residual equation is obtained as follows: | e | = 
0.124-0.293Y + ε 
Note that the coefficient of firm value is -0.293 (negative value) but not significant Sig. 
0.320> 0.05. 
Then profitability is not significant in moderating the influence between the board of 
directors on the value of the company. 
Coefficientsa 
Model 
Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. B Std. Error Beta 
1 (Constant) .056 .300  .185 .853 
Company 
Value 
-.131 .299 -.040 -.440 .661 
a. Dependent Variable: res_zx5 
 
 
commissioners, audit committees, board of directors, audit quality together or 
simultaneously can influence the value of the company by 31.3%, the remaining 
77.3% is explained by variables or other factors. Based on the results of the 
simultaneous test using the F test, institutional ownership, independent 
commissioner, audit committee, board of directors, audit quality together or 
simultaneously, has a significant effect on firm value. The results of this study 
indicate that Good Corporate Governance can significantly influence the value of 
the company. 
Based on the results of testing moderation with residual tests, profitability is 
not significant in moderating the influence of institutional ownership, independent 
commissioners, audit committees, board of directors, audit quality on firm value. 
There is a negative influence and not strong when profitability moderates the 
relationship between GCG and company value. Profitability as measured by ROE 
is not able to moderate the relationship between independent variables to the 
dependent variable. 
6.2. Sugestions 
Based on the results of this study, researchers suggest that further researchers 
add independent variables related to company value, so that more can be known, 
the factors that influence company value, and use more appropriate models to 
measure profitability. Because institutional ownership factors, audit committees 
and audit quality have a significant effect on company value, it is expected that 
companies are more intense in paying attention to these factors. This is because 
these factors are significant in terms of influencing the value of the company. 
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